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PREFACE 
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P R E F A C E 
The Uttar Pradesh State Financial Corporation is 
one of the major lending financial institutions of the 
state. It plays a formidable role in the entrepreneurial 
development of economy by strengthening the financial 
base in the state. The State Financial Corporation has 
provided the needed finance for traditional industries 
including small and medium scale. Now the area of its ac-
tivities has increased. It now finances the industries in-
cluding textile, paper and paper products as also food pro-
cessing industries. It assistance to the small sector has 
also been commendable. 
In the present dissertation entitled "Role of State 
Finance Corporation'in thaEntrepreneurial Development in 
Uttar Pradesh", an attempt has been made to discuss the 
importance of the State Financial Corporation and highli-
ght its role in the entrepreneurial development in the Uttar 
Pradesh. The pattern of investment of the State i'inancial 
Corporation has been analysed in the present study. An app-
raisal of its working has also been made for judging the 
performance of the Uttar Pradesh Financial Corporation. 
THE PLAN OF WORK 
The present work has been divided into five chapters. 
In the first chapter an attempt has been made to study the 
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introduction and historical development of Uttar Pradesh 
Financial Corporation (U.P.F.C). The chapter deals with 
evolution of term lending institution and its role in the 
advancement of different sectors of the economy. 
The second chapter is devoted to the functions and 
role of uttar Pradesh Financial Corporation in entreprene-
urship and economic development of the state (U.P.) econo-
my. This chapter discusses the concept, principles and 
investment criteria of the Uttar Pradesh Financial Corpora-
tion. 
In the third chapter an attempt has been made to 
make an appraisal of working performance of Uttar Pradesh 
Financial Corporation. 
The fourth chapter is devoted to the problems of 
Uttar Pradesh State Financial Corporation. 
The chapter fifth computes the main findings, 
conclusions and offers suggestions for improvement. 
RESEARCH METHODOLOGY 
The data and relevant statistics for this study 
have been collected from various sources. These data are 
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based on primary as well as secondary sources. Informa-
tion has been collected from Kanpur (Uttar Pradesh finan-
cial Corporation Library), Maulana Azad Library, Aligarh 
Muslim University* the Seminar Library and D.S.A. Library 
of the Department of Commerce, as well as that of Kaster 
of Business Administration (M.3.A.), Aligarh Muslim Unive-
rsity, Aligarh and other Libraries and Seminars. Annual 
reports, i-lannuals surveys. Annual Journals, published by 
Uttar Pradesh Financial Corporation and i^ewspapers and 
various other publications have also been consulted. 
ABBREVIATIONS USED 
4 
LIST OF A3BRSVIATI0NS USED 
ADB = Asian Development Bank 
BAMS = Bachelor of Ayurvedic Medicine of Surgery 
EDS • Bachelor of Dental Surgery 
CPM = Critical Path iMethod 
DRI = Differential Rates of Interest 
EDP = Entrepreneurship Development Programmes 
IDBI = Industrial Development Bank of India 
IFCI = Industrial Finance Corporation of India 
ICICI = Industrial Credit Investment Corporation 
of India 
IRCI = Industrial Reconstruction Corporation of 
India 
Lie = Life Insurance Corporation 
M3BS = Bachelor of Medicine and Bac helor of Surgery 
MBO = Management By Objective 
MD = Doctor of Medicine 
MIS = Market Information Survey 
MS = Master of Surgery 
PERT = Programme Evaluation &. Review Technique 
RBI = Reserve Bank of India 
SC = Scheduled Caste 
ST = Scheduled Tribe 
SFC = State Finance Corporation 
SIDCs = State Industrial Development Corporations 
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SSI = Small Scale Industries 
TIIC = Tamil Nadu Industrial Investment Corporation 
UP = Uttar Pradesh 
UPFC = Uttar Pradesh Financial Corporation 
UTI = Unit Trust of India 
INTRODUCTION 
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CHAPTER - I 
I N T R O D U C T I O N 
ORIGIN AND HISTORY 
The origin of the concept of development bank can 
be traced back to the beginning of the twentieth century 
with the incorporation of the industrial bank of Japan in 
1902. The concept is the outcome of the necessity of res-
tructuring the warton industrial econcxnics of different 
countries like the U.K. the U.S.A. even with their highly 
developed market. 
The idea of development bank is brought out in the 
name itself. Firstly, it involves the banking or financing 
function and secondly it indicates the nature of such fin-
ance as being primarily development or long term. The word 
development may mean in broader sense, promotion of indus-
tries, fostering entrepreneurial abilities, setting up of 
new industrial projects, as also renovation, modernisation, 
expansion or diversification of existing ones. 
Finance corporations have been set up to provide 
state and or private funds to public, private or mixed can-
panies, co-operatives or other forms of business organisa-
tions for medium or long term requirements. Development 
7 
corporation have also been organised t o provide both loan 
and equity f inance. 
The committee on finance appointed under Chairman-
ship of A.D. Shroff has also observed in i t s report that 
the commercial banks with the i r own resources can not pro-
vide advances to industr ies on a long term b a s i s . The comm-
i t t e e also therefore suggested the se t t ing up of a series 
of f inancial i n s t i t u t i o n s meant special ly for those areas 
where ccxnmercial banks can not succeed. This aspect as re -
ported by the committee was well borne out by the central 
Government even before the submission of i t s report or app-
ointment of the committee. 
Indus t r i a l Finance Corporation of India ( I .P .C.I . ) / 
as a development banks has been attaching grea t importance 
not only to entrepreneurship development but a lso to the up-
gradation of managerial s k i l l s and profess ional isa t ion of 
management ( I .F .C . IS . ) / contribution in the f i e l d of entre-
preneurship has been in the projects promoted by technician 
entrepreneurs and the promoters contr ibution in such projects. 
Helping specified agencies in d i f fe ren t s ta tes by 
sharing where ever possible , the cost entrepreneurship 
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development progranunes (E.D.Ps.) conducted by them. 
Assisting in the formation of an entrepreneurships 
develojMtient institute of India. 
Sharing the cost of Science and technology entre-
preneurship development programmes of national science and 
technology entrepreneurship development board. 
In a big country like ours establish Industrial 
Finance Corporation of India (I.F.C.I.) in 1948 at a long 
gap in institutional finance for large scale industries 
very difficult of the long and medium term capital require-
ments of small-scale and medium sized industries was not 
solved. It was felt that a separate corporation at the state 
level for the above purpose would be desirable. Moreover* 
the small scale industries being dispressed over the whole 
country. It was not possible for a central organisation to 
render appropriate aid to all of them. The Industrial Fina-
nce Corporation of India also could not give any loan of 
less than Rs. 10 lakhs. It was therefore, made clear that it 
would be necessary to set up state Financial Corporations 
for financing small scale and medium scale industries to 
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addition the work of the Industrial Fiaance Corporation of 
India at the country. In the case of theforvard State Fina-
nce Corporations# Industrial concerns eligible for assista-
nce should include private limited conpanies and other pri-
vate limited companies and other entreprises besides public 
limited and cooperative societies. Accordingly the State 
Financial Corporations Act was passed by Indian Union Parli-
ament on 28 September, 1951,as an enabling measure under which 
2 
State Financial Corporations# could be established. 
The establishment of financial institutions at the 
state level was considered almost simultaneously and the 
first institution was the Tamil Nadu Industrial Investment 
Corporation (T.I.I.e.) in 1949. The Government of India to 
make into low enacled the state industrial corporation act 
in 1951 which came into effect in 1952. Several states 
established State Financial Corporations during the next 
few years and today there are 18 such State Financial Corp-
orations including the Tamil Nadu Industrial Investment 
C orp or a ti on. 
Uttar Pradesh Financial Corporation was established 
on November 1st, 1954 by the Government of Uttar Pradesh 
10 
under State Financial Corporation Act 1951. With its Head 
Office at 14/88, Civil Lines* Kanpur by now there are 2 0 
Regional Branch Offices functioning in different districts 
3 
of Uttar Pradesh which are given below; 
(i) 
(ii) 
(iii) 
(iv) 
(v] 
(vij 
( v i i : 
(viii: 
(ix; 
(x< 
(xi 
(xii, 
(xiii 
(xiv 
(xv 
(xvi 
(xvii 
(xviii 
(xix 
(xx 
Allahabad 
Agra 
Aligarh 
Bareilly 
Bulandshahar 
Dehradun 
Etawah 
> Faizabad 
1 Ghaziabad 
} Gorakhpur 
) Haldwani 
1 Jhansi 
1 Kanpur 
) Lucknow 
) Meerut 
) Moradabad 
) Muzaffar Nagar 
) Noida 
) Saharanpur 
) Varanasi 
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SET - UP 01 ' REGIONAL OFFICES IN UTTAR PRADESH 
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Uttar Pradesh vrtiich is for the large state with 
a population of 138760,417 needs a balanced development 
of industries in the various sectors particularly grant 
loans or advances to industrial concerns. The state of 
Uttar Pradesh has already been well engaged in the task of 
developing industries during the period of the seventh 
Five Year Plan. More attempts have been made for expansion 
of scale industries with a view of augment the national in-
come and ultimately to provide sufficient scope for absorb-
ing idle manpower, especially the educated unemployed. 
The State Financial Corporation Act enable each 
State Government to fix the authorised capital of its corp-
oration, subject to a minimum of Rs. 50 lakhs and a maximum 
4 
of Rs. 5 irores. 
The corporation continued to provide foreign ex-
change loan assistance under the world bank loan scheme. It 
continued to implement the various scheme of the state and 
Central Governments for promotion and development of indus-
tries. Medium scale industrial units also received their 
due share of assistance while the primary thrust continued 
13 
to be on catering to the long term financial requirements 
of industrial units/ the corporation continued to play its 
developmental role and formulated new schemes to meet the 
specific requirements of certain classes of entrepreneurs 
and industries. 
The corporation always or regularly to make an effe-
ctive contribution towards a planned development of industr-
ies in the state specially in the backward areas and the 
small scale and decentralised sectors. During the year 
1990-91 has been full of disturbances which affected the 
industrial climate of the state industrial activities, in 
cities like Faizabad, Meerut, Aligarh, Kanpur and Buland-
shahar were severely affected and the overall industrial 
climate and production suffered. 
State Government announced a new industrial policy, 
providing concessions and incentives like sales tax exempti-
on scheme, state investment subsidy, rebate in power in 
Bundelkhand, hill and eastern districts of the State etc. 
The S.S.I, limit which was proposed to be revised upward 
frcxn Rs. 35.00 lakhs to Rs. 60,00 lakhs could not be given 
affect during the year and as a result aany entrepreneurs 
held back from sitting up new industries. 
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ORGANISATION AND MANAGEMENT 
In a developmental organisation like ours# the 
success of the organisation largely depends on a good 
hand of personnel for which purposeful policy is absolute-
ly necessary. 
The corporation continued to organise entreprene-
urial development programmes to provide training to the 
prospecttie entrepreneurs and acquaint them with the ac-
tivities and scheme of the corporation. The corporation, 
during the year, made further progress towards decentrali-
sation of functions and delegation of powers at various 
levels to improve the decision making process and there by 
the working efficiency of the corporation. As mentioned un-
der the head special features in the very beginning of the 
report. The regional Managers of the corporation were dele-
gated new powers to enable quick decisions at the Regional 
level in various operational areas. 
The corporation continued to provide specialized 
training, in areas relevant to the working of the financi-
al institutions, to the officers of the corporation, to 
15 
equip them better. Corporation also sent its officers on 
outside training programmes on wide ranging subjects. 31 
officers of different levels were deputed to attend progra-
mmes conducted by reputed Training Centres of India like 
Development Banking Centre (Management Development Insti-
tute) New Delhi, Institute of Management Development, U.P. 
Lucknow., Institute of Marketing Management, Kanpur, Centre 
for Industrial and Economic Research and Institute of Ind-
ustrial Planning, New Delhi etc. 
Corporation organised seventeen inhouse training 
programme in its all the key areas of operations like 
"Aspects of Project appraisal". Norms and procedure for 
disbursement of loans". Tools and Techniques of Follow up". 
Strategy to improve the recovery". Rehabilitation of sick 
Units" and Maintenance of Accounts. Programmes on manage-
ment topics sruch as "Staff Development and Secretarial 
Practices, "Office Management", Ccxnputer Appreciation", 
Finance for Non-Finance Executive" etc., were also organi-
sed with the help of guest faculty. In addition to above. 
Video films on management and other useful subjects were 
also screened. 3 57 officers/officials of both senior or 
16 
middle level got benefit from in-house training progr^ranes. 
The general superintendence direction and control 
of ..the corporation vest in the Board of Directors. The 
Board of Uttar Pradeeh Financial Corporation consists of 
four nominees of the State Govt. Two nominees of Industrial 
development Banks of India (I.D.B.I.) one nominee of Rese-
arch Bank of India (R.B.I.) and four Directors elected to 
represent scheduled bank Insurance companies* Investment trust, 
other financial institutions* cooperative bank and share 
holders. The Managing Director is appointed by the State 
Govt, and is whole time officers of the corporation. The 
corporation has jurisdiction over the entire state of Uttar 
Pradesh in its operation. The corporation has at present 2 0 
Regional offices and 2 Branch offices spread all over the 
state. 
OBJECTIVES OF STATE FINANCIAL CORPORATION 
State Financial Corporations were meant to suppleme-
nt the work of Industrial Finance Corporation of India by 
making financial available to small and medium industrial 
units. The objectives was to diversify industrial and 
17 
financial activity, subserve the common good of the nation 
and promote industrial growth by providing industrial 
finance in the following areas where banks could not make 
much headways: 
1. to provide assistance to industries located in the 
districts areas identified as less developed. 
2. promotion of entrepreneurs and technologists. 
3. having prospects of earning foreign exchange or 
which would results in substitution of import. 
4. based on indigenous technology and aimed at explo-
ring new areas of technology. 
5. fulfilling in increasing demand for essential 
consumer goods like textile/ sugar in which are 
the basic needs of the people. 
6. generation or distribution of electricity or any 
other form of power. 
18 
7, development of any area of land as an industrial 
estate. 
8. Providing expert or specialists or technical know-
ledge or the other services for the prcmotion of 
industrial growth. 
The State Financial Corporation granted to small 
scale industries including road transport operations. The 
State Financial Corporations continued to extend liberal 
financial assistance on concessional terms to industrial 
units in the specified backward areas. Finally the State 
Financial Corporations are granted liberal financial assis-
tance to technician-entrepreneurs. The State Financial Cor-
poration provide loan and underwrite shares of industrial 
concerns. Loans are granted for the acquisation of fixed 
assets/ sometimes loans for the working capital margin 
may also be granted. The main objectives of the State Finan-
cial Corporations Act is to enable state governments to set 
up State Financial Corporations in their respective states 
to financial requirements of the small and medium sized 
industrial concerns. I.F.C. activities were confined to 
large sized industrial projects of national importance and 
19 
the assistance provided by State Governments under the 
State Aid to industries Acts was neither adequate nor sa-
tisfactory substitute for development bank finance provi-
ded by State Financial Corporations. 
The objective of Industrial Finance Corporation is 
to provide medium and long term credits to industrial con-
cerns particularly in circumstances where normal banking 
assistance is inadequate or where recourse to capital 
issue methods is impracticable. The objects of the State 
Financial Corporation are also the same. To meet the finan-
cial needs of industrial of smaller sized. State Financial 
Corporations have been set up. They function at the state 
level as distinct from that of all country like a India. 
State Financial Corporations have been established 
to provide assistance to new as well as existing industrial 
concerns for purpose of establishment modernisation renova-
tion expansion and diversification. The definition of ind-
ustrial concerns includes public limited companies, Private 
Limited Companies partnership and proprietory concerns. Men-
tion may also be made of the National Small Industries cor-
poration set up in 1955. 
20 
The State Financial Corporation are small scale 
editions of the Industrial Finance Corporation at the 
centre and are in effect state versions of the latter. 
They will mostly follow the types of assistance rendered 
the Industrial Finance Corporation of India, Granting 
loans or advance or subscribing to debentures of indus-
trial concerns, repayable within twenty years guarantee-
ing loans raised by industrial concerns which are repaya-
ble within twenty years, underwriting the stocks, shares, 
bonds and debentures which have to be disposed of within 
seven years. 
IMPORTANCE OF STATE FINANCIAL CORPORATION 
Uttar Pradesh Financial Corporation has been acti-
vely promoting the industrialisation of Uttar Pradesh in 
the small and medium scale sectors. 
As many as 42 out of 64 districts in the U.P. 
state industrially backward in the economic of Uttar Pra-
desh in large dependent on agriculture and allied services. 
About 78 percent of the total working force compared with 
72 percent in the country, is engaged in agriculture pra-
ctices U.P. Financial Corporation establish to improve 
li 
vital inputs necessary for servival and growth of small 
scale industries and agricultural activities. Throughout 
the state Uttar Pradesh Financial Corporation provides 
finance and other related infrastructures facilities or 
input to small scale industries and agricultures sectors. 
The Uttar Pradesh economy is backward in comparisoa to 
other states economy like Punjab, West Bengal, Gujarat and 
Maharashtra etc. because of lack of industrialisation 
Uttar Pradesh Financial Corporation provides financial 
assistance to small and medium and agriculture sector for 
economic and industrial development in the state. Without 
finance industrialisation is not possible because finance 
is the life blood of the industry. The hope of industria-
lisation in the state will be fulfil or possible through 
the help of the Uttar Pradesh Financial Corporation. Indus-
trialisation provide employement to the local people and 
fully utilisation of natural resources of the state for 
economic development of the Uttar Pradesh as well as coun-
try. 
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CONCLUSION 
Uttar Pradesh Financial Corporation was establish-
ed on 1st November, 1964 by the Government of Uttar Pradesh 
under State Financial Corporation Act, 1951. Its head off-
ice is located at 14/86, civil lines, Kanpur. At present 
there are 20 Regional Branch Offices working in different 
districts of Uttar Pradesh. The authorised capital of its 
is Rs. 5 crores. The corporation always make an effective 
contribution towards a planned development of industries in 
the state, specially in the backward areas and small scale 
and decentralised sectors. State Financial Corporation was 
meant to supplement in work of Industrial Finance Corpora-
tion of India by making financial availability to small and 
medium industrial units. The objective was to diversify 
industrial and financial activity, subject to the common 
good of the nation and promote industrial growth by provid-
ing industrial finance in the areas when banks could not 
make much success. 
The State Financial Corporation provides loans to 
small scale industries including road transport. The corpo-
ration provides liberal financial assistance on concessional 
Z3 
grounds to industrial units in the specified, backward are-
as. The Uttar Pradesh Financial Corporation provides loan 
and under write share of industrial concerns. The main aim 
of the Uttar Pradesh Financial Corporation Act is to enable 
Government to set up State Finance Corporation in the respe-
ctive state to financial requirements of in small and medium 
sized concerns. Industrial Finance Corporations activities 
were confined to large sized industrial projects of national 
importance. The Uttar Pradesh Financial Corporation establi-
sh to improve vital inputs necessary for survival and growth 
of small scale industries and agricultural activities, the 
corporation provides finance and other related infrastzructu-
re facilities or input to small scale and medium sized indus-
tries and agriculture. The corporation sanctioned Rs. 19969 
7 
la)chs and disbursed fts. 12165.5 lakhs during 1990-91. 
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CHAPTER - II 
FUNCTIONS AND ROLE OP STATE FINANCIAL CORPORATION 
This Chapter discusses the functions and role of 
State Financial Corporation in the economic development 
of the State of Uttar Pradesh. 
Functions of State Financial Corporation are in 
effect incorporated in the state versions of Industrial 
Finance Corporation of India. State Financial Corporation 
is permitted to provide assis tance to industrial concerns 
in the following ways J 
1. It renders useful services to medium and small 
scale industries in their respective areas of 
operation. 
2. It grants loans or advances or subscribing to 
debentures of industrial concerns/ repayable with-
in 20 years. 
3. Guaranteeing on certain agreed terms and conditi-
ons, deferred payments due from any industrial 
concern in connection with its purchase of capital 
goods within India. 
Z6 
4. Guaranteeing loans raised by industrial concerns 
which are repayable within a period of 2 0 years. 
5. Underwriting of the issue of stock, shares* 
bonds or debentures by industrial concerns. Sub-
ject to their being disposed off in the market 
within seven years. 
6. Providing foreign exchange loans under world bank 
scheme. 
7. Participating in equity capital of small scale 
industrial units comming up in backward areas. 
8. It grants loans primarily for acquisition of fixed 
assets and working capital margin in combination 
with acquisition of fixed assets. 
9. Acting as a agent of the Central Government or the 
State Government or the Industrial Finance Corpora-
tion of India (Now the Industrial Development Bank 
of India under the amendment) or any other financial 
institution notified in this behalf by the Central 
9 7 
Government in the transaction of any business with 
an industrial concern in respect of loan or advan-
ce granted or debenture subscribed# by any one of 
them, 
10, Receiving in consideration of the services mentio-
ned in the preceding clauses such commission as 
may be agreed upon. 
The State Financial Corporation can assist not 
only public limited companies but also private limitfed 
companies, partnership firms and proprietory concerns. Fin-
ancial assistance is rendered primarily for block capital 
requirements of exceptional cases for working capital needs. 
The period of loans given for block capital requirements is 
generally 10 to 12 years. Loans are granted generally on 
the first mortgage of fixed assets in the form of lands, 
building, plant and equipment. They are adequately secured 
since not more than 50 percent of the value of the mortga-
ged assets will be given as a loan. Loans are granted by 
the corporation only after the scrutiny of technical sound-
ness of the proposal put forward by industrial concerns. 
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Deferred payment guarantee is a scheme under which 
purchases scroe fixed assets. Capital goods# machinery etc. 
on the terms that payment would be made by instaL-nentS/ in 
that case the supplier asks the borrower to furnish some 
guarantee as to that the instalments would be paid at regu-
lar intervals. 
Uttar Pradesh Financial Corporation provided assi-
stance to industrial concerns in the following categories 
during the 1990-91 in the state of Uttar Pradesh: 
1, To extend term loan assistance for setting up 
industrial units in the small scale and medium 
scale sectors. 
2. To extend composit loan (inclusive of working capi-
tal) assistance to artisans and others with a view 
to develop Cottage, village and traditional indus-
tries. 
3» To provide term loan both for fixed assets and 
current assets under single window scheme. 
4. To provide assistance under the rehabilitation 
scheme of industrial development bank of India. 
'i^ 
5. To provide financial assistance under the modern-
isation scheme of Industrial Development Bank of 
India. 
6. To act as an agent for implementing various sche-
me sponsored by the Central and/or state govern-
ment. 
7. To provide assistance for bridging the gap in 
equity to small projects and for rehabilitation 
of potentially viable sick units under national 
equity fund scheme of S.I.D.B.I. 
8. To provide marketing support to small scale units 
under S.I.D.B.I, scheme for assistance to market-
ing outlets. 
9. To undertake various promotional activities inclu-
ding organisation of entrepreneurial development 
programmes and seminars ex:c. aimed at aiding the 
2 
growth of industries in the state. 
Following are the main activities and functions per-
formed by the Uttar Pradesh Financial Coirporation (U.?.:?.€,) 
0 
1. CORPORATION LOAN SCHEME 
Uttar Pradesh Financial Corporation grants long 
term loans to the extend of Rs. 90 lakhs for acquisition of 
fixed assets that is land, building* plant and machinery 
and also for meeting the expenses on stamps and registera-
tion, interest during the construction period and technical 
consultancy fee# to small and medium scale units proposed 
to be located in the state of Uttar Pradesh. 
Uttar Pradesh Financial Corporation also sanctions 
loan in participation with scheduled banks. The paid up 
capital and free reserve of the industrial concern should 
not exceed Rs. 3 crores. 
Uttar Pradesh Financial Corporation grants bridging 
loan on term loan sanctioned to its assisted units to help 
an accelerated pace of implementation of its financed pro-
jecfes, wherever necessary. 
2. COMPOSITE LOAN SCHEME 
Under composite loan scheme* entire requirement of 
term loan and working capital of village, cottage and tiny 
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industries subject to a maximum of Rs. 50,000/- is met by 
Uttar Pradesh Financial Corporation provided the unit is 
established with in the identified clusters in rural urban 
areas having population less than 5.00 lakhs. There is no 
restriction of population for artisans. 
3. HANDLOOM WEAVERS SCHEME 
The corporation caters to the need of the Handloom 
weavers of the state and the loan under this scheme is cov-
ered under composit loan scheme and is available both for 
purchase of looms as well as yarn. The scheme is being imp-
lemented through the active cooperation of Uttar Pradesh 
Handloom Corporation and District Industries Centres. 
4. TRANSPORT OPERATORS SCHEME 
Uttar Pradesh Financial Corporation has formulated 
transport operators loan scheme to help or assists the dri-
vers in hill area to acquire new vehicles (Tankers/Tourist 
coach) by providing term loan to the extent of 8 5 percent 
of the cost of chasis and body. Assistance under the scheme 
is also available to SC/ST and Ex-servicemen in other areas 
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of the state by way of term loan to the extent of 85 per-
cent (for S.C./S.T,) and 75 percent (for ex-servicemen) of 
the cost of chasis and body under this scheme* financing 
is also done for tanker to be used for transportation of 
petroleum products* oil, milk and chemicals. 
5. SCHEME -FOR NURSING HOMES ELECTROMEDICAL ECUIPMENTS 
Uttar Pradesh Financial Corporation also provides 
term loan assistance to medical practitioners having hav-
ing M.B.B.S./B.A.M.S./B.D.S. degree for establishment of 
X-ray clinic. Under the scheme maximum loan limit is 
8s. 5.00 lakhs out of which Rs. 2.00 lakhs for building and 
Rs. 3.00 lakhs for machinery is granted, loans upto Rs. 1.00 
lakhs (for plant only) and Rs. 1.50 lakhs (both for plant 
and the room where in it will be installed). 
Financial assistance is also provided upto Rs. 90.00 
lakhs for purchase of electro-medical equipment and/or for 
setting up Nursing House/Hospital with 2 0 or more beds hav-
ing expert services of atleast one post graduate Doctor 
with qualification of M.D./M.S. etc. on full time basis. 
The assistance is also provide for expension modernisation 
of existing nursing homes. 
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6. SCHEME FOR WOMEN ENTREPRENEURS 
Uttar Pradesh Financial Corporation also provides 
financial assistance to all small scale units including 
cottage* village and tiny industries* promoted and managed 
by wcmen entrepreneurs. 24 women entrepreneurs were sanc-
tioned loans amounting to Rs. 156.17 lakhs during the years 
1990-91. 
7. MAHILA UDYAM NIDHI 
Under this scheme seed capital assistance to the 
extent of 15 percent is provided to women entrepreneurs if 
the total cost of projects is upto Rs. 10 lakhs. This soft 
loan bears only 1 percent per annum service charge. 
8 . QUALITY CONTROL EQUIPMENTS 
Uttar Pradesh Financial Corporation provides finan-
cial assistance for purchase of quality control equipments 
to all Small Scale Industries units* new as well as exist-
ing (already financed by the corporation that is the normal 
project component and special component covering testing 
and quality control facilities* the loan for testing and 
quality control equipment shall not exceed Rs. 7.50 lakhs per 
projects. 
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9. SEMFEX SCHEME 
Loan assistance upto Rs. 9.00 lakhs is given to ex-
servicemen, war widows and disabled service personnel under 
special scheme called Semfex scheme. The maximum cost of 
project allowed under the scheme is Rs. 12.00 lakhs. The sch-
eme envisage provision of seed capital assistance to the ex-
tent of 15 percent on soft terms making up the equity gap 
having nominal 1 percent rate of interest per annum and longer 
repayment period with upto 5 years. 
Under Semfex/ financial assistance of Rs. 472.90 
lakhs was given to 133 units (including seed capital loan 
amounting to.ite. 79.13 lakhs). 
10. EQUIPMENT REFINANCE SCHEME 
Uttar Pradesh Financial Corporation provides assist-
ance under the scheme of equipment refinance to well stabli-
shed small and medium industrial concerns, having good past 
record, for acquisition of capital goods/equipment both indi-
genous and imported. Concerns should have been in operation 
for atleast 4 years and should have earned profits and/or 
declared dividend on equity shares during preceeding two 
financial year and should not be in default to institutions/ 
banks in the payment of their dues. 
11. MODERNISATION SCHEME 
The objective of this scheme is to encourage indu-
strial units to adopt improved and upto-date technology 
and methods of production and prevent any mechanical and ' 
technological absolescence. Modernisation may include 
replacement or renovation of plant and machinery which 
have been in use in the unit for a period of at least five 
years or for acquisition of balance equijxnent for fuller 
and more effective utilisation of installed capacity. Norm-
ally/ for the unit to be eligible for assistance under the 
modernisation loan schems it should be in existence for a 
period of 5 years or more. 
The modernisation programme should primarily aim at J 
i) upgradation of process* technology and product, 
ii) Export orientation, 
iii) Import substitution, 
iv) Energy saving. 
v) Anti-pollution measures, 
vi) Improvement in material handling 
Proposals for were replacement of machinejry or 
solely for expansion of the capacity are not brought under 
purview of the modernisation loan scheme. 
36 
12. SINGLE WINDOW SCHEME 
Uttar Pradesh Financial Corporation provides 
financial assistance to new tiny and small scale units for 
fixed assets and working capital requirement whose, cost 
of project does not exceed Rs. 10.00 lakhs and total worki-
ing capital at optimum capacity utilisation is not more 
than Ss, 5.00 lakhs under single window scheme of Indust-
rial Development Bank of India. During the year the scheme 
was modified to cover those units which were sanction 
term loan as on or after 2-4-199 0 but had not implemented 
or partly implemented but could not start commercial pro-
duction due to non-availability of working capital provid-
ed their project cost was upto Rs. 10 lakhs excluding work-
ing capital component of <is» 5 lakhs. 
13. ASIAN DEVELOPMENT BANK LINE OF CREDIT 
Uttar Pradesh Financial Corporation also provides 
financial assistance in terms of Rupee as well as foreign 
currency to industrial concern under Asian Development 
Bank (A.D.B.) line of credit scheme. Under the scheme fin-
ancial assistance is provided for setting up new industrial 
project/expension and diversification of existing units 
under small scale and medium scale section. The rate of 
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interest is same as applicable to cases under normal cor-
poration loan scheme and the term loan repayment period 
should not exceed 10 years. 
To medium scale industries to meet full foreign 
currency requirement for import of equipments and technical 
know-how from member countries of Asian Development Bank. 
68 units were sanctioned foreign currency loans to the 
extent of Rs. 31.60 crores under Asian Development Bank 
line of credit, during the year 1990-91. 
14. FINANCIAL ASSISTANCE FOR MARKETING ACTIVITIES 
Uttar Pradesh Financial Corporation has formulated 
scheme for providing long term, financial assistance of mar-
keting the products of cottage village and small scale 
units. As such for setting up new sales outlets/show rooms 
or renovation/modernisation of existing sales outlets, loans 
to extent of 75 percent may be available provided the total 
cost of project does not exceed Rs. 2 5 lakhs. 
15. FINANCIAL ASSISTANCE FOR TOURISM RELATED FACILITIES 
Financial assistance for Tourism related facilities 
for setting up Hotels, Motels, Restaurants, Amusements 
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Parks/ convention Hall or Travelling Agencies in specified 
areas to promote tourism in the state. The loan to the 
extent of Rs. 90 lakhs may be available for the above 
activities. 
16. FINAI^CIAL ASSISTANCE FOR ROAD CONSTRUCTION EQUIPMENTS 
Scheme for financing equipments for construction 
development/maintenance of Road to experienced and appro-
ved contractors. The maximum financial assistance of 
Rs. 90.00 lakhs may be available under the scheme. 
17. ::ATIONAL EQUITY FUND SCHEME 
Provide equity type assistance to the smaller 
units, Uttar Pradesh Financial Corporation, is extending 
soft loan to the extent of 15 percent of the project cost 
(subject to a maximum of Rs. 75,000/-) to the units which 
are being set up in a town are having population upto 5 
lakhs (15 lakhs in case of hilly areas. North eastern re-
gions and in case of rehabilitation proposals) and whose 
4 
total cost of project does not exceed to Rs. 5 lakhs. 
The role of Uttar Pradesh Financial Corporation in 
different heads of and areas towards in financial assistance 
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is very useful in economic development the state. Sanction 
of loans* the corporation continued to accord priority in 
extending financial assistance to entrepreneurs setting up 
industrial based on sophisticated technologisites. Some cf 
the sectors where such loans were sanctioned are automobile 
partS/ chemical/ electronics etc. 
Table, given below, reflects the analysis of the 
financial assistance sanctioned during the year 1990-91. 
TABLE - 1 
(RS. in lakhs) 
S.No. Particulars 
1. Small Scale sector 
2. Backward districts 
3. Eastern districts 
4. Hills districts 
5. Bundelkhand districts 
Total 28369.62 27414.98 
Source; Annual Report of Uttar Pradesh Financial Corpora-
tion, 1990-91, p.19. 
1989-90 
Amounts 
14200.33 
10199.12 
1605.84 
1686.25 
678.08 
1990-91 
Amount 
14299.39 
9706 .61 
1813.30 
873 .40 
722.28 
Growth 
r a t e s 
. 69 
-4 .82 
12.94 
-50 .39 
6.57 
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Table 1 shows the financial assistance sanctioned 
by Uttar Pradesh Financial Corpration fra-n 1989-90 to 
1990-91. This table reveals that the Uttar Pradesh Finan-
cial Corporation is regularly reduced its financial assi-
stance from 1989-90 to 1990-91. 
The total amount sanctioned was Rs. 28369,32 lakhs 
in 1989-90 and declined torJ?s. 27414.98 lakhs in 1990-91 in 
the field of small scale sector, backward districts, east-
ern districts, hills, districts and BundelkhanGv..districts. 
During 1990-91 the growth rate of small scale was .69 per-
cent from its previous year 1989-90. Backward districts and 
hills areas or districts growth rate were -4.82 percent and 
-50.39 percent in 1990-91. The main reason for this decli-
ned trend of assistance was communal tension and disturban-
ces in the state during this period (1990-91). During this 
period economic activities were become stagnant andnpassio-
nistic nature in the state. Finally it is concluded that 
the Uttar Pradesh Financial Corporation can play role in 
economic development of the state but it is net playing ro-
le in economic development of the state due to various obs-
tacles of the Government policies and planning and others 
problems of its own. 
41 
CONCLUSION 
The Uttar Pradesh state financial corporation is 
playing a very significant role in the state econcxny and 
development of backward areas. It provides loan and finan-
cial assistance to the various heads of the state in econo-
my the main functions of the corporation is given below as• 
1. It provides useful service to medium and small 
scale industries in their respective areas of 
operation. 
2. It grants loans and advances or subscribing to 
debentures of industrial concerns, repayable 
within 2 0 years. 
3. Guaranteeing on certain agreed terms and conditions, 
deferred payments due from any industrial concern 
in connection with its purchase of capital goods 
within India. 
4. Guaranteeing loans raised by industrial concerns 
which are repayable within a period of 2 0 years. 
5. Underwriting of the issue of stocks, shares, bonds 
or debentures by industrial concerns. 
6. The corporation provides foreign exchange loans 
under world bank scheme. 
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7. It participating in equity capital of small scale 
industrial units coming up in backward areas. 
8. It grants loans primarily for acquisition of 
fixed assets and working capital margin in combi-
nation with acquisition of fixed assets. 
9. Acting as a agent of the Central Government or 
the State Government or the Industrial Finance 
Corporation of India and Industrial Development 
Bank of India. 
The State financial Corporation provides assista-
nce to both public and private limited companies. The loan 
and assistance is provided by the commission on the basis 
of security mortgaged assets. The corporation provides 
loan and assistance under the following schemes. 
1. Composite loan scheme. 
2. Corporation loan scheme. 
3. Handloom weavers scheme. 
4. Transport operators scheme. 
5. Schemes for nursing homes and electromedical 
equipments. 
6. Scheme for women entrepreneurs. 
7. iYlahila Udyam Nidhi. 
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8. Quality control equipments. 
9. SemfeK scheme* 
10. Lqulpment Refinance scheme. 
11. Single-i^ windowiBohemeif^ ' 
12. jB'inancial assistance for marketing activities 
13. Financial assistance for Tourism related 
facilities 
14. Financial assistance for roqd development 
15. National Equity Fund Scheme. 
The corporation provides loans and advances for 
various schemes on differents grounds like time period, 
maximum amount, rate of interest etc. Finally it may be con-
cluded that the Uttar Pradesh Financial Corporation is not 
playing a satisfactory role in the economic development of 
Uttar Pradesh because of certain constraints stated above. 
It can play a more useful role in the economy of the state, 
if corrective measures are taken for improvement. 
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CHAPTER - III 
AN APPRAISAL OF WORKING PERFORMANCE OF STATE 
FINANCIAL CORPORATION OF U.P. 
The present chapter has been devoted to an apprai-
sal of working performance of Uttar Pradesh Financial Cor-
poration (U.P.F.C.) The word 'appraisal' is used in ttee 
sense of Arithmetical representation. An appraisal is main-
ly related to compare study of current year to previous year 
through growth rates and percentages of increasing and dec-
reasing trends of the organisation. An appraisal of working 
performance of any organisation is judged not only with ref-
erence to physical and financial norms or yardstick but also 
in the light of its contribution to economy and in society. 
Working performance may be improved through efficient mana-
gement of resources in a given time. 
An appraisal is made on the basis of financial data 
and results of the corporation. The following yardstick ad-
opted for this purpose is given below: 
(1) Total amount sanctioned and disbursement 
(2) Industries wise distribution of assistance. 
(3) Loans assistance to backward districts. 
(4) Loans sanctions to small scale sectors 
(5) Recovery of dues. 
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(6) Gross income# profits and its growth rates. 
(7) Income/ profits and percentage of profit from 
income and expenditure, 
(8) Paid up capital/ profits and percentage net 
profits from paid up capital. 
TABLE - 1 
TOTAL SANCTIONED AMOUNT AND DISBURSE2dENT 
OF LOAN BY U.P.F.C, 
Year 
1955-
1956-
1957-
1958-
1959-
1960-
1961-
1962-
1963-
1964-
1965-
.56 
-57 
• 58 
-59 
.60 
-61 
-62 
-63 
.64 
.65 
.66 
Amount 
sanctioned 
] 
21. 
46. 
45. 
24. 
57. 
78, 
34, 
77. 
120. 
134. 
75. 
,12 
.15 
,75 
.20 
.15 
.35 
.68 
.08 
.37 
,44 
,17 
Annual 
Growth Rate 
118. 
^ « 
-47, 
136. 
37. 
-55. 
122, 
56. 
11, 
-44, 
1 
,51 
.87 
,10 
,15 
.09 
.93 
.23 
.18 
.69 
.08 
1 (8s. in Lakhs) 
Total amount 
disbursement 
2 
3. 
14. 
36. 
20, 
21. 
34. 
23. 
25. 
53. 
78. 
82, 
.59 
.54 
.84 
.78 
.95 
.58 
.06 
.67 
.98 
.77 
.43 
Annual 
Growth 
Rate 
2 
^ 
305. 
153. 
-43, 
5. 
57. 
-33. 
11. 
110. 
46. 
4. 
1 
.01 
.32 
,60 
,63 
.53 
.31 
.32 
01 
11 
64 
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1966-67 
1 9 6 7 - 6 8 
1968-69 
1 9 6 9 - 7 0 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1 9 7 9 - 8 0 
1980-81 
1981-82 
1 9 8 2 - 8 3 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1 9 8 9 - 9 0 
1990-91 
5 9 . 7 7 
8 4 . 5 6 
1 8 2 . 9 2 
4 1 7 . 4 8 
4 6 2 . 3 8 
1 0 0 6 . 6 9 
9 9 9 . 7 0 
1 1 0 2 . 5 7 
1 2 8 9 . 0 5 
8 5 1 . 5 0 
1 8 6 3 . 2 3 
2 0 1 7 . 0 4 
2 4 8 4 . 7 7 
3 3 2 0 . 0 2 
4 3 6 0 . 8 3 
5 7 4 6 . 3 3 
5 4 3 9 . 9 3 
6 4 3 7 . 7 8 
9 4 8 0 . 5 5 
1 5 6 2 2 . 3 2 
1 9 2 8 6 . 5 2 
1 7 7 4 3 . 5 8 
1 8 2 1 4 . 6 4 
1 8 6 4 9 . 7 9 
1 9 9 6 8 . 8 5 
- 2 0 . 6 1 
4 1 . 7 1 
1 1 6 . 3 1 
1 2 8 . 2 3 
1 0 . 7 5 
1 1 7 . 7 2 
- . 5 9 
1 0 . 2 9 
1 6 . 9 1 
- 3 3 . 9 4 
1 1 8 . 8 2 
8 . 2 5 
2 3 . 1 8 
3 3 . 6 1 
3 1 . 3 5 
3 1 . 7 7 
- 5 . 5 3 
1 8 . 3 4 
4 7 . 2 6 
6 4 . 7 8 
2 3 . 4 9 
8 . 0 0 
2 . 6 5 
2 . 3 8 
7 . 0 7 
6 5 . 2 9 
6 0 . 8 1 
7 5 . 8 1 
1 5 8 . 6 7 
2 1 7 . 6 3 
4 0 1 . 7 8 
4 5 1 . 7 9 
4 2 3 . 6 6 
4 7 4 . 5 8 
4 9 0 . 6 8 
4 8 0 . 0 1 
7 4 9 . 2 2 
1 0 8 8 . 6 0 
1 6 6 8 . 1 8 
2 4 9 9 . 3 7 
3 1 6 2 . 2 0 
3 8 0 5 . 4 0 
4 5 8 9 . 7 3 
5 4 2 8 . 3 3 
7 8 0 2 . 8 4 
9 8 4 7 . 0 9 
1 2 0 7 8 . 3 4 
1 4 2 7 7 . 8 7 
1 5 2 7 8 . 6 0 
1 2 1 6 5 , 5 4 
- 2 0 . 7 9 
- 6 . 8 6 
2 4 . 6 6 
8 2 . 8 6 
3 7 . 1 5 
8 8 . 2 9 
1 0 . 2 5 
- 6 . 2 3 
1 2 . 0 1 
2 . 2 5 
- 2 . 1 7 
5 6 . 0 8 
4 5 . 3 0 
5 3 . 2 4 
4 9 . 8 3 
2 6 . 5 1 
2 0 . 3 4 
2 0 . 6 1 
1 8 . 2 3 
4 3 . 7 4 
2 6 . 1 9 
2 2 . 6 5 
1 8 . 2 1 
6 . 9 5 
- 2 0 . 3 6 
Source : Compiled from Annual R e p o r t s of U . P . F . C . between 
1980-81 and 1 9 9 0 - 9 1 . 
4 
Table 1 shows the U.P.F.CIs amount sanctioned/ 
disbursement and annual growth rates of its from 1955-56 
to 1990-91. In 1955-56 the amount sanctioned was Rs. 21.12 
lakhs. Again it rose to Rs. 19968.85 lakhs in 1990-91, It 
was highest amount sanctioned by the U.P.F.C. The growth 
rates of amount sanctioned was not satisfactory during 
1957-58, 1958-69, 1961-62, 1965-66, 1966-67, 1972-73, 
1975-76, 1982-83 and 1987-88 because it was negative -55.73 
percent -44.08 percent, -20.61 percent, -.59 percent, 
-33.94 percent, -5.53 percent and -8.00 percent from its 
previous years. These years growth rates were negative and 
in declined trend. Amount sanctioned position was very cru-
cial because growth rates was nominal. Total disbursement 
was 8s. 3.59 lakhs in 1955-56 and rose to Rs. 12165.54 lakhs 
in 1990-91. The highest amount disbursement was Rs. 15276.60 
lakhs in 1989-90. The growth rates of disbursement were neg-
ative during 1958-59, 1961-62, 1966-67, 1967-68, 1973-74, 
1976-77 and 1990-91 and its growth rates were -43.6 percent, 
-33.31 percent, -20.79 percent, -2.17 percent and -20.36 
percent during above said periods. 
The working position on the basis of disbursenent of 
loans was not satisfactory in 1990-91 because it had -20.36 
percent annual growth rates from its previous year 1989-90. 
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The main cause of this declined trend of its was due to 
the communal tension and political change in the state, so 
the economic and business activities of the State paralised 
during this period. 
Table 2 shows industry wise distribution of assis-
tance by Uttar Pradesh Financial Corporation in 1981-82 
to 1990-91. The corporation was sanctioned Rs. 837.22 lakhs, 
Rs. 434.58 lakhs and 729.55 lakhs for food processing, 
papers and papers products and chemical in 1981-82. The 
growth rates of sanctioned amount and disbursement in vari-
ous industries was positive in 1990-91 fran its previous 
year 1981-82. Amount sanctioned growth rates of chemical 
and road transport were negative in 1990-91 and which 
were -38.48 percent and -86.62 percent. The growth rates 
of disbursement of loans -90,52 percent for road transport 
in 1990-91. Chemical and road transport industries were 
getting declined shares in sanctioned and disbursement 
both. 
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Table 3 shows the loan assistance sanctioned by 
U.P.F.C. to backward districts. There are three categories 
of districts like A#B, and C categories include in the back-
ward districts. These categories are A/B and C categories 
districts. The loan sanctioned was Rs. 10199.12 lakhs while 
the disbursement of loan was Rs. 90455.08 total lakhs during 
1989-90. Again in 1990-91 the loan sanctioned and disburse-
ment were Rs. 9706.11 lakhs and Rs. 6334.64 lakhs respective-
ly. During 1990-91 the amount sanctioned and disbursement 
position were not satisfactory fran its previous year 1989-90 
The growth rates of 1990-91 from the previous year 1989-90. 
Sanctioned and disbursement amount were -4.83 per-
cent and -4 0.04 percent respectively in 199 0-91 from the 
previous year 1989-90. Disbursement position was very poor 
during the period 1990-91 because growth rates was negative 
which was -40,04 percent from the previous period 1989-90. 
The growth rates of sanctioned amounts of categories A,B and 
C districts were negative which was -27.36 percent, -30.39 
percent and 14.16 percent respectively decreasing 1990-91 
from its previous years 1989-90. The growth rates of disbur-
sement amount A»B and C categories districts were -47.10 
percent, 85,58 percent and -23.09 percent respectively dec-
reasing 1990-91 from its previous years. At lastly it. is 
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concluded t h a t p o s i t i o n of loans sanct ioned and d i sbu r se -
ment was not s a t i s f a c t o r y in 1990-91 frcxn i t s prev ious year 
1989-90. 
TABLE - 4 
LOANS SANCTIONED TO SMALL SCALE SECTOR 
(Rs. in lakhs effective) 
Year Amount in lakhs Annual Growth 
Rates 
1980-81 3777.97 
1981-82 4941.08 30.78 
1982-83 4658.03 -5.72 
1983-84 5680.92 21.95 
1984-85 8212.34 44.56 
1985-86 13726.55 67.14 
1986-87 16757.46 21.35 
1987-88 15050.01 -10.18 
1988-89 14317,25 -4.86 
1989-90 14200.33 -.82 
1990-91 14299.39 .69 
Source; Compiled frcxn Annual Reports of U.P.F.C. between 
1980-81 and 1990-91 
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Table 4 shows the loan sanctioned by Uttar Pradesh 
Financial Corporation to small scale sector and with its 
growth rates of the same period. In 1980-81 loan sanctioned 
to smallscale sector was Rs. 3777.97 lakhs. In 1981-82 it 
rose to Rs. 4941.08 lakhs. In 1982-83 it decreased and 
become Rs. 4658.03 lakhs. Again it rose to Rs. 568 0.92 la>chs, 
Rs. 8212.34 lakhs, Rs.13726,55 lakhs and Rs. 16757.46 lakhs 
in 1983-84, 1984-85, 1985-86 and 1986-87 respectively. But 
it declined to Rs. 15050,01 lakhs, Rs. 14317.25 lakhs and 
Rs. 14200.33 lakhs respectively in 1987-88, 1988-89 and 
1989-90. Again it rose to Rs. 14299.39 lakhs in 1990-91. In 
1981-82, 1983-84, 1984-85, 1985-86 and 1986-87 growth rates 
were high and they were 30.78 percent, 21.95 percent, 44.56 
percent 67.14 percent and 21.85 percent from its previous 
years. The growth rates were negative from 1987-88 to 
1989-90 which were -10.18 percent, -4.86 percent and -.82 
percent respectively during 1987-88, 1988-89 and 1989-90. 
It is concluded that the highest growth rates was 67.14 per-
cent in 1985-86 and minimum was .69 percent in 199 0-91. The 
negative growth rates was highest in 1987-88 which was 
-10,18 percent. The working of Uttar Pradesh Financial 
Corporation was not satisfactory on the criterion of loan 
sanctioned from 1987-88 to 1990-91 In small scale sector 
because the amount sanctioned declined during the above 
said period* 
TABLE - 5 
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RECOVERY OF DUES BY UTTAR PRADESH FINANCIAL 
CORPORATION 
(Rs. in lakhs) 
Year Amount Annual Growth 
Rate 
198 0-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1037.90 
1451.07 
1804.98 
2228.18 
3020.87 
4097.51 
5109.79 
7001.65 
9126.76 
10606.67 
12042.98 
39.88 
24.38 
23.45 
35.58 
35.64 
24.70 
37.02 
30.35 
16.22 
13.54 
Source: Compiled from Annual Reports of U.P.F.C. between 
1980-81 and 1990-91. 
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Table 5 shows the recovery of dues from 198 0-81 to 
1990-91. The recovery of dues was Rs. 1037.90 lakhs Rs. 1451.07 
lakhs and Rs. 1804.98 lakhs in 1980-81, 1981-82 and 1982-83 
and its growth rate was 39.88 percent and 24.38 percent in 
1981-82 and 1982-83. Again it rose to Rs. 2228.18 lakhS/ 
3020.87 lakhs, Rs. 4097.51 lakhs and Rs. 15109.79 lakhs res-
pectively in 1983-84, 1984-85, 1985-86 and 1986-87 and its 
growth rate was 23.45 percent, 35.58 percent, 35.64 percent 
and 24.70 percent for the same period. In 1987-88, 1988-89, 
1989-90 and 1990-91 it was Rs. 7001.65 lakhs, Rs. 9126.76,lakhs 
Rs. 10606.67 lakhs and Rs. 12042.98 respectively and its grow-
th rate was 37.02 percent, 30.35 percent, 16.22 percent and 
13*54 percent for the same period highest growth rate was 
37.02 percent in 1987-89 and minimum growth rate was 13.54 
percent in 199 0-91. It is concluded that the recovery of dues 
position was not satisfactory in the Uttar Pradesh Financial 
Corporation because it was increasing but at declined trends 
of growth rates from 1988-89 to 1990-91. 
Table 6 reveals the gross income and profit before 
tax from 198 0-81 to 1991-92 with its growth rates for the 
same period. The gross income was Rs. 765.98 lakhs in 1980-81, 
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TABLE - 6 
GROSS INCOME^ GROSS PROFITS AND ITS GROWTH RATES 
(RS. in lakhs) 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
Gross Income 
1 
765.98 
618.18 
1048.50 
1342.29 
1726.76 
2495.37 
3192.84 
4378.36 
5412.60 
6004.58 
6631.08 
8513.00 
Profit 
before 
tax 
2 
189.14 
66.41 
144.33 
154.98 
177.58 
139.51 
278.52 
170.09 
300.49 
308.04 
129.81 
191.00 
Growth 
Rates 
G 
1 
— 
-19.30 
69.61 
28.08 
28.64 
44.51 
27.95 
37.13 
23.62 
10.93 
10.43 
28.38 
Growth 
Rates 
C 
2 
— 
-64.88 
117.33 
7.39 
14.58 
-21.43 
99.64 
-38.93 
76.66 
2.51 
-57.85 
47.13 
Source: Compiled from Annual Reports of U t t a r Pradesh 
F inanc i a l Corporation between 198 0-81 and 1990-91 
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But it again decreased to Rs. 618.18 lakhs in 1981-82 and 
growth rates was negative -19.30 percent. It rapidly inc-
reased in 1982-83/ 1983-84, 1984-85 and 1985-86 to Rs. 1048.50 
lakhs, Rs. 1342.29 lakhs, Rs. 1726.76 lakhs and Rs. 2495.37 
lakhs with its growth rates were 69.61 percent, 28,08 per-
cent, 28.64 percent and 44.51 percent. It again rose to 
Rs. 3192.84 lakhs, Rs. 4378,36 lakhs and Rs. 5412.60 lakhs in 
1986-87, 1987-88 and 1988-89 and its growth rates were 
27.95 percent, 37.13 percent and 23.62 percent for the same 
period. Gross income were Rs. 5984.68 lakhs, 6631.08 lakhs 
and Rs, 8513.00 lakhs during 1989-90, 1990-91 and 1991-92 
and growth rates were 10.93 percent, 10,43 percent and 
28.38 percent. 
Profit before tax was Rs. 189.14 lakhs, Rs. 66.41 
lakhs and Rs. 144.33 lakhs in 1980-81, 1981-82 and 1982-83. 
It were Rs. 154.98 lakhs, Rs. 177.85 lakhs and 1985-86 and 
growth rates were 7,39 percent, 14.58 percent and -21.43 
percent. It rapidly rose to Rs. 278.52 lakhs in 1986-87 with 
growth rates was highest 99.69 percent. But it suddenly 
decreased to Rs. 170.09 lakhs in 1987-88 with growth rates of 
-21.43 percent for the same year. It again rose to Rs.300.49 
lakhs and Rs, 308.04 lakhs in 1988-89 and 1989-90 with growth 
r a t e s were 76.66 pe rcen t were and 2,51 pe rcen t r e spec t ive ly 
for the same p e r i o d . But i t again decl ined t o Rs. 129.81 
lakhs in 1990-91 with growth r a t e s of -57.85 pe rcen t for 
the same p e r i o d . But s l i g h t l y rose t o Rs. 191,00 in 1991-92 
with growth r a t e s of 47.17 pe rcen t . 
Table 6 concluded t h a t the gross income was inc re -
asing cont inuous ly from 198 2-83 to 1991-92. Gross income's 
growth r a t e s was 61.69 percen t h ighes t in 1982-83 and gro-
wth r a t e s were about cons tan t 10,93 percent and 10.43 per-
cent during 1989-90 and 1990-91 r e s p e c t i v e l y . Net p r o f i t 
before tax was h ighes t i i . 308,04 lakhs in 1989-90 and hignest 
growth r a t e s was 99,64 percen t in 1986-87. The U t t a r Pradesn 
Financia l Corporat ion working performance was not s a t i s f a c -
tory during 1981-82, 1985-86/ 1989-90 and 1990-91 because 
growth r a t e s of t hese years were nega t ive . During the above 
period (except 1981-82) gross income was always increas ing 
wnile the p r o f i t before t ax was dec reas ing . I t means expen-
d i t u r e was i n c r e a s i n g more rap id ly than g ross income which 
denotes the f a u l t of management and expendi ture was out of 
con t ro l . 
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Table 7 shows the income# expenditure, profit per-
centage of profit from income and percentage of profit from 
expenditure since 1980-81 to 1991-92. Percentage of profit 
from gross inccxne and expenditure were 24.69 percent and 
32.78 percent in 1980-81. It declined to 10.74 percent from 
income and 12.03 percent from expenditure in 1981-82. It 
again rose to 13.80 percent from income and 16.00 percent 
from expenditure in 1982-83. In 1983-84 and 1984-85,percentage 
of profit from income was 11.54 percent and 10.28 percent 
and percentage of profit from expenditure was 13.05 percent 
and 11.46 percent for the same period. Again it declined to 
5.58 percent from income and 5.92 percent from expenditure 
in 1985-86. It rose to 8.72 percent from income and 9.55 
from expenditure in 1986-87. Again it decline to 3.88 perc-
ent from income and 4.04 percent from expenditure in 1987-88. 
1987s>88 percent of profit from inccxne and expenditure 
in 1988-89 and 1989-90 were 5.5 percent* 5.41 percent and 
5.87 percent, 5.42 percent from income expenditure. Again 
it declined to 1.94, 2.24 percent frcxn income and 1.98 per-
cent, 2.24 percent from expenditure in 1990-91 and 1991-92. 
At lastly table reveals that the working performance was not 
satisfactory in 1987-88, 1990-91 and 1991-92. Because the 
D2 
percentage of profit fron income and expenditure was very 
minimum. Percentage of profit from income and expenditure 
was very irregular trend in every year from 1980-81 to 
1991-92. This irregular trend show the lack of permanency 
in income and expenditure heads of the corporation. 
TABLE - 8 
PAID UP CAPITAL, PROFITS PERCENTAGE OF HET PROFIT 
FROM PAID UP CAPITAL 
(as. in lakhs) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
Paid up 
c a p i t a l 
1000.00 
1000.00 
1647.00 
4803.00 
7030.36 
8010.36 
9010.36 
Net 
p r o f i t 
139.51 
278.52 
170.09 
300.49 
308.04 
129.81 
191.00 
Percentage of 
Net p r o f i t t o 
pa id up c a p i t a l 
13.95 
27.85 
10.32 
6.26 
. 0 4 
. 0 1 
. 0 2 
Source: Ccxnpiled from Annual Reports of U t t a r Pradesh 
F inanc ia l Corporation between 1980-81 and 1990-91 
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Table 8 shows the percentage of profit from paid 
up capital of the Uttar Pradesh Financial Corporation 
from 1985-86 to 1991-92. Paid up capital were Rs. 1000.00 
lakhS/ Rs. 1000.00 lakhs and Rs. 1647.00 lakhs in 1985-86, 
1986-87 and 1987-88. Paid up capital were Rs. 4803 lakhs, 
Rs. 7030.36 lakhs and Rs. 8010.36 lakhs in 1988-89, 1989-90 
and 1990-91. Again it was raised to Rs. 9010.36 lakhs in 
1991-92. The net profit before tax were Rs. 139,57 lakhs, 
Rs. 278.52 lakhs, Rs. 170.09 lakhs and Rs. 300.49 lakhs res-
pectively during 1985-86, 1986-37, 1987-88 and 1988-89, In 
1989-90, 199 0-91 and 1991-92 net profit before tax were 
Rs. 308.04 lakhs, Rs. 129.81 lakhs and Rs. 191.00 lakhs res-
pectively. The percentage of net profit before tax from 
paid up capital were 13.95 percent in 1985-86 and rosed to 
27.85 percent in 1986-87. Again it declined to 10.32 percent 
in 1987-88. Percentage of net profit before tax is to paid 
up capital were 6.26 percent, .04 percent, .01 percent and 
.02 percent respectively in 1988-89, 1989-90, 1990-91 and 
1991-92. Finally in table concluded that in financial posi-
tion or working position of Uttar Pradesh Financial Corpor-
ation was not satisfactory from 1987-88 to 1991-92 on the 
criterion of percentage of net profit to paid up capital 
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because in percentage were continuously deczreasing from 
1987-88 to 1990-91 which were 10.32 percent to .01 per-
cent respectively, 
CONCLUSION 
The working position of the corporation was not 
satisfactory in terms of the basis of disbursement of loan 
in 1990-91 because it had -2 0,36 percent negative growth 
rate compared to the previous year 1989-9 0, The amount 
sanctioned and disbursement position were very crucial 
from 1987-88 to 1990-91 because the growth rate was nega-
tive and declined trend in that period. The growth rate of 
sanctioned amount and disbursement in various industries 
was positives (except chemical and road transport) in 
1990-91 from its previous year 1981-82. Chemical and road 
transport heads of industrial growth rate was negative and 
passimistic in nature in 1990-91. There are three categor-
ies of districts like A,3 and C include in the backward 
districts. During 1990-91 the amount sanctioned and disbur-
sement position was not satisfactory from its previous year 
1989-90. During 199 0-91 growth rate sanctioned and disburs-
ement loan to backward districts was -4.83 percent and 
()5 
-33.0 percent. In 1980-81 loan sanctioned to small scale 
sector was Rs. 3777.97 lakhs and rose to 14219.39 lakhs in 
1990-91. The highest growth rate of sanction to small scale 
sector was 67.14 percent in 1985-86 and minimum .69 percent 
in 1990-91. The working of Uttar Pradesh Financial Corpora-
tion was not satisfactory on the criterion of loan sanction 
to small sector from 1987-88 to 1990-91 because the growth 
rate was negative in natures during this period. The recove-
ry of dues was Rs. 1037.90 lakhs in 1980-81 and rose to Rs. 
Rs. 12042.92 lakhs in 1990-91. The recovery of dues position 
was not satisfactory in Uttar Pradesh Financial Corporation 
because it was increasing but at declined trends from 
1988-89. 
The gross income and profit before tax were Ss.765.98 
lakhs and Rs. 189.14 lakhs in 1980-81 and rose to Rs. 8513.00 
lakhs and Rs. 191 lakhs in 1991-92. The gross income was inc-
reasing continuously from 1982-83 to 1991-92. The net profit 
before tax was highest Rs. 308.04 lakhs in 1989-90 and high-
est growth rate was 99,64 percent in 1986-87. The Uttar 
Pradesh Financial Corporation working performance was not 
satisfactory during 1981-82, 1985-86, 1987-88 and 1990-91 
because growth rate of these years was negative. During in 
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above period (except 1981-82) gross inccxne was always incr-
easing while in profit before tax was decreasing. It means 
expenditure was increasing more rapidly than gross income. 
Percentage of profit before tax from income and 
percentage of profit from expenditure was 24.64 percent and 
32.78 percent in 1980-81 and declined to 2.74 percent and 
2.29 percent in 1991-98. The working performance of corpora-
tion on the basis of percentage of profit from income and 
expenditure was not satisfactory in 1987-88, 199 0-91 and 
1991-92 because the percentage of profit from inccxne and 
expenditure was very minimum. It was very irregular trends 
in every year from 1980-81 to 1991-92. These irregular trends 
show lack of performance in income and expenditure heads of 
the corporation. Percentage of net profit to paid capital 
were 6.26 percent/ .04 percent, .01 percent and .02 percent 
respectively in 1988-89, 1989-90, 1990-91 and 1991-92. The 
financial position of Uttar Pradesh Financial Corporation 
was not satisfactory from 1987-88 to 1991-92 on the criteri-
on of percentage of net profit to paid up capital because 
percentages were continuously decreasing and very nominal 
from 1987-88 to 1990-91 which were 10 percent to .01 percent 
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during that periods. 
Finally it may be concluded that working and 
financial position of the Uttar Pradesh Financial Corpora-
tion is not satisfactory in terms of the total loans sanc-
tioned/ disbursements, industry-wise loan distributions/ 
loan assistance to backward districts* loans sanctioned to 
small seale sectors* recovery of dues* profits earned by 
the corporation. 
PROBLEMS OF STATE 
FINANCE CORPORATION 
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CHAPTER - IV 
PROBLEMS OF STATE FINANCIAL CORPORATION OF UTTAR 
PRADESH 
In the previous chapter the financial performance 
of Uttar Pradesh Financial Corporation (U.P.F.C.) and key 
determinants of its appraisal have been discussed. The 
key determinants of appraisal are loan sanctioned, disbu-
rsement, dues recovery, net profits, income and expendit-
ure, industry wise distribution of loans, development in 
backward districts and percentage of net profit to paid up 
capital and so on. The present chapter has been devoted to 
the financial problems of Uttar Pradesh Financial Corpora-
tion. The main problems discovered in this research are low 
profitability, industrial sickness, productivity low recov-
ery of dues, growth of capitalism too, differential interest 
ratio, bureaucratic delays etc. 
Econanic development of a country is directly rela-
ted to the level of its industrial growth. Expansion of in-
dustry leads to a greater utilization of natural resources, 
production of goods and services, creation of employment 
opportunities and improvement in the general standard of 
living. India has also been striving to develop the country's 
industrial base ever since independence. It has framed vari-
ous policies aimed at development of industries in the public 
and private sectors. Special emphasis has been laid on small 
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scale and cottage industries in the process, without finan-
ce, industrial development is not possible because it is 
well known fact that finance is the life blood of any sort 
of business/ trade, commerce and industry. But the enterpr-
ises engaged in industrial production realize a great need 
of finance according to their form, size and capacity. 
Ram X, Vapa in his famous book "Small Industry in 
the seventies" has observed: one of the main problems con-
fronting the growth of small industry in most of the develop-
ing countries is lack of adequate finance. Inadequate as the 
banking struc-cure is in a developing country, the bulk of 
its meagre resources are channeled to a few large scale uni-
ts which are prestigious and sponsored by influential groups. 
Basically the use of uttar Pradesh Financial Corpor-
ation data to evaluate annual performance is be set with two 
problems. One is that the annual data classification do not 
match various heads of activities. Second, there is apparent-
ly a difference in the concepts and coverage in its working 
fields. At present Uttar Pradesh Financial Corporation is 
facing various problems of acute nature which is discussed 
below: 
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1. LOW PROFITABILITY 
The p r o f i t a b i l i t y r a t i o i s v e r y low i n U t t a r Pradesh 
F i n a n c i a l C o r p o r a t i o n . The f a c t o r s , c a u s i n g d e t e r i o r a t i n g 
p r o f i t a b i l i t y i n t h e c o r p o r a t i o n i n c l u d e p o o r management of 
c a s h , c a r e l e s s n e s s t o w a r d s t h e observance of f i n a n c i a l p r o -
cedures l e a d i n g t o f r a u d s and f o r g e r i e s , poo r p l a n n i n g oper -
a t i o n a l i n e f f i c i e n c y , i n c r e a s i n g e x p e n d i t u r e and poor produ-
c t i v i t y . 
2 . LOW PRODUCTIVITY 
Productivity is the output which one unit of a fac-
tor of production produces in a given period of time. In 
financial institution Uttar Pradesh Financial Coirporation, 
the human factor handles monetary operations and therefore 
we can talk labour productivity and capital productivity 
only. In recent as well as present time, there has been a 
lot of criticism about low labour and capital productivity 
in Uttar Pradesh Financial Corporation. The low productivi-
ty in the corporation is due to the absence of proper man-
power planning, some branches of the corporation do not have 
sufficient staff while others are overstaffed. Internally, 
productivity has been adversely affected due to an unreason-
ably aggressive attitude of corporation's union. 
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3. INDUSTRIAL SICKNESS 
Slclcness of an industry generally starts with gra-
dual erosion of its liquidity. With continuous loss of li-
quidity the unit starts failing in honouring its obligati-
ons* cash losses lead to multiplication of new obligations 
uncovered by any tangible assets. An industrial unit may 
be called as 'sick unit' if the following symptoms are 
seen: 
(a) when a company has negative working capital i.e. 
current assets are less than current liabilities 
and borrowings. 
(b) when the unit is incoming cash losses for last one 
year* and is likely to income cash losses for curr-
ent year as well as in the following year. 
(c) when cash inflow is less than the operational commi-
tment and inadequate for debt servicing. 
(d) Cumulative loss exceeds capital and reserves. 
Industrial sickness is creating various problems 
for Uttar Pradesh Financial Corporation which are given 
below: 
1. Loss of interest on the money financial 
2. Granting of various conceptions to sick uitits 
3. Provision of bad and doubtful debts and write off. 
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4. Higher cost of supervision of credit . 
5. Likelihood of other industries becoming sick for 
want of finance. 
6. Loss of tax concession of Uttar Pradesh Financial 
Corporation. 
7. The Government also expects the corporation to 
take care of 'sick units' causing an adverse impa-
ct on its profitability. 
Industrial sickness is universally accepted term 
(or by product of)» real cause of which is directly or in-
directly related to finance. Financial problems, if allowed 
to continue, a healthy organisation will beccxne sick soon. 
4. DIFFERENTIAL INTEREST RATES 
The uttar Pradesh Financial Corporation is facing 
too much problem due to differential interest rates polici-
es of Government. With a view to assisting weakest among 
the weak, D.R.I, scheme was introduced by corporation in 
1972. 
5. BUREAUCRATIC DELAYS 
Corporation had brought in the concept of social 
responsibilities, but it is facing unnecessary bureaucratic 
delay problem. 
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6. NON'REPAYMENT PROBLEM 
The problem of non-repayment of their loans by bo-
rrowers has become a cause of serious concern to the corpo-
ration. The problem of over dues may be either because of 
inadequate repaying capacity of the defaulting borrowers, 
low recovery of dues also effect the profitability of the 
corporation. 
7. GROWTH OF CAPITALISM 
Uttar Pradesh Financial Corporation is facing the 
problem of growing capitalism. In the state various indica-
tors of financial development provided by the "Report of the 
Conunittee to review the working of the monetary system unde-
rline the fact that the financial system has helped the gro-
wth of capitalism in the state. The report shows that finan-
3 
cial structure has grown more rapidly than national income. 
8. A major problem faced by the Uttar Praddsh Financial 
Corporations in its cooperations is the magnitude of over 
dues. A high default ratio restricts their ability to roll 
over funds# assist more wants and play an effective role in 
industrial development. There is need of having preventive 
measures like improvement of appraisal and keeping a watch 
over the assisted units. 
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9, There is daninance of personal factor in small 
business units since their successful functioning is depen-
dant mostly on the efficiency of one or a few persons. In 
case of personnel changes, continuity of effecient manage-
ment can hardly be assured. Thus the small enterprise is as 
uncertain as the life and continuing capacity of the owners. 
This factor naturally enhance the difficulties of the cor-
poration engaged in financing of small enterprises. 
10, There is difficulty of getting technical personnel 
of the right type to examine the soundness of the proposed 
schemes of the borrowing units. Lack of expert services in 
the corporation. 
11. In fulfilling their role in the industrial develop-
ment of backward areas, it is necessary that Uttar Pradesh 
Financial Corporation (U.P.F.C.) independently or in colla-
boration with other concerned agencies undertake area sur-
veys and preparation of project profiles in respect of in-
dustries having potential for development. 
12. A serious view is required for mounting errors as 
funds are pumped in without their productive utilisation. 
V5 
Many vital area like proper project appraisal* marketing 
intelligence and surveys* timely implementation of projects, 
regular monitoring and follow up of progress of assisted 
units* project counselling* entrepreneurial development pro-
grammes* timely availability of finance and other inputs 
have not been receiving due importance. 
13. Lack of financial policies* coordination and coope-
ration among the Uttar Pradesh Financial Corporation and 
other financial agencies like I.D.B.I, and other S.F.Cs. 
14. Uttar Pradesh Financial Corporation is beset in sim-
plification of the procedures and relation of the terms in 
order to bring them closer to other conunercial banks. 
15. Uttar Pradesh Financial Corporation is facing the 
problem of lack of specialized staff trained in industrial 
development, particularly the development of backward areas 
and small scale industries. 
16. There is lack of setting up of separate cells to 
look after the needs of small beneficiaries. 
17. There is a lack of technical consultancy committee 
in Uttar Pradesh Financial Corporation v^ile the other State 
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Financial Corporations have this committee like Hiraachal 
Pradesh/ Rajasthan and Madhya Pradesh, Their committee 
provides the consultancy requirements to new entrepreneurs 
and units. It undertakes* on a regular basis, assignments 
in areas of project identification/ project forrnulatioo/ 
technical and management advice etc. 
18. Uttar Pradesh Financial Corporation is facing the 
problem of politicalisation of loans procedure, rigid poli-
cies of the Government and its interference in affairs of 
the corporation. 
19. LOW DISBURSEMENT OF LOAtJS AND LOW RECOVERY OF DUES 
The pace of disbursement was affected adversely due 
to the disturbances prevailing allover the state specially 
from September to December, 1990, which normally is the 
peak business period for the corporation. Delay in issue of 
Government orders regarding revised S.S.I, limits also ad-
versely affected disbursement. 
The year 1990-91 proved to be another difficult 
year for the corporation from the point of view of low re-
covery of dues. The working of industrial units was badly 
affected due to prolonged disturbances in the state which 
ultimately affected the recoveries performance of the cor-
poration. 
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CONCLUSION 
The factors causing low profitability in the Uttar 
Pradesh Financial Corporation include poor management of 
cash, poor planning and operational inefficiency, poor pro-
ductivity of labour in the corporation is due to the absence 
of proper manpower planning and aggressive attitude of lab-
our union. Some branches of corporation do not have suffi-
cient staff while other are overstaffed. Corporation is 
facing the problem of industrial sickness. Industrial sick-
ness creates various problems and loss to the corporation. 
These factors are as (l) loss of interest on the money 
financed. (2) granting various concession to sick units 
(3) provision of bad and doubtful debts and write off 
(4) higher cost of supervision sick for v;ant of finance 
(6) the Government also expects the corporation to take care 
of sick unit, causing an adverse impact on their profitabi-
lity. The corporation is facing the problem of low disburse-
ment and low recovery of dues in recent years due to commu-
nal disturbances in the state. jThe disbursement and recove-
ry of due position were not satisfactory in 1991-92. 
Bureaucratic delays is a major problem faced by the 
computing. Also the corporation is facing problem of diffe-
- .^^ .i^ ^o, 
8 
rential rate of interest policy of the Government for vari-
ous sectors, there is a lack of specialised staff trained 
in industrial development particularly the development of 
backward districts or areas in the Uttar Pradesh. There is 
a lack of separate cell to look after the matter of small 
scale and beneficiaries. There is a lack of technical con-
sultancy committee in the corporation which the other 
states corporation. The corporation is facing the pro-
blem of politicalisation of loan procedure and rigid poli-
cies and interference of the Government in its decision 
making process. The other problems facing the corporation 
are lack of cooperation and coordination with the other 
financial agencies like I.D.3.I. and other states financial 
corporation etc. 
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CHAPTER - V 
CONCLUSIONS AND SUGGESTIONS 
Uttar Pradesh Financial Corporation was established 
on November 1st, 1954 by the Government of Uttar Pradesh 
under State Financial Corporation Act, 1951. It's Head 
Office is located at Kanpur. At present there are 20 Regio-
nal Branches working in different districts of Uttar Pradesh 
State. The authorised capital of the corporation is Rs. 5 
crores. This corporation has been established to provide 
vital inputs necessary for the survival and growth of small 
scale industries and to give a philip to agricultural acti-
vities in the state by providing financial assistance and 
other related infrastructure facilities. The economy of 
Uttar Pradesh state is comparatively backward in comparison 
to other states' economy like Punjab, West Bengal, Gujarat 
and Maharashtra etc. Due to lack of industrialisation in 
the state, the corporation provides financial assistance 
and infrastructure facilities not only to small scale indus-
tries but also to medium size industries. Finance is the 
life blood of the industry. The corporation is playing an 
important role in the state in providing financial assista-
nce to industries. 
The main objectives of the Uttar Pradesh Financial 
Corporation are given below: 
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(1) Location of industries in the districts' identi-
fied as less developed and backward. 
(2) Promotion of entrepreneurs and technologists. 
(3) Initiating action programmes which would result 
in import substitution. 
(4) Based on indigeneous technology, exploring new 
areas of technology, 
(5) Meeting the increasing demand for essential consu-
mer goods like textile, sugar etc. 
(6) Generation or distribution of electricity, 
(7) Development of areas of land into industrial 
estate. 
(8) Providing expert or specialists or technical know-
ledge for the pranotion of industrial growth, 
CONCLUSIONS 
The State Finance^Corporation provides loans to 
small scale industries including road transport. The cor-
poration provides liberal financial assistance on concess-
ional terms to industrial units in the specified backward 
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areas. The Uttar Pradesh Financial Corporation provides 
loan and underwrites shares of industrial concerns. The 
main aim of the Uttar Pradesh Financial Corporation Act is 
to enable Government to set up state Finance Corporation 
in the state to meet the financial requirements of small 
and medium sized concerns. The activities of Industrial 
finance Corporation are confined to large sized industrial 
projects of national importance. The corporation provides 
infrastructure facilities and other inputs to small scale 
and medium industries and agriculture. The corporation san-
ctioned loans Rs. 19969 lakhs and disbursed Rs. 12165.5 lakhs 
during 1990-91. 
The Uttar Pradesh State Financial Corporation is 
playing a significant role in the econcray of the state and 
for the development of backward areas. It provides loans 
and other types of assistance under various schemes of the 
corporation. The main functions of the corporation are 
given below: 
(1) It provides useful service to medium and small 
scale industries in their respective areas of ope-
ration. 
(2) It grants loans and advances or subscribing to 
debentures of industrial concerns* repayable with-
in on \rci3T-e -
S3 
(3) Guarantees on certain agreed terms and condi-
tions/ defened payments due frcxn any industrial 
concern in connection with its purchase of capi-
tal goods within India. 
(4) Guarantees loans raised by industrial concerns 
which are repayable within a period of 20 years. 
(5) Underwriting of the issue of stocks* shares* 
bonds or debentures by industrial concerns. 
(6) The corporation provides foreign exchange under 
world bank scheme. 
(7) It participates in equity capital of small scale 
industrial units coming up in backward areas. 
(8) It grants loans primarily for acquision of fixed 
assets and working capital margin in canbination 
with acquision of fixed assets. 
(9) It act as a agent of the Central Government,the 
Industrial Finance Corporation of India and 
I.D.B.I. 
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The State Financial Corporation provides assis-
tance to both public and private Ltd. companies. The loan 
and assistance is provided by the corporation on the basis 
of security of mortgaged assets. The corporation provides 
loans and assistance under the following schemes, 
(1) Composite loan scheme. 
(2) Corporation loan scheme. 
(3) Handloom weavers scheme. 
(4) Transport operators scheme. 
(5) Schemes for nursing homes and Electranedical 
equipments. 
(6) Scheme for women entrepreneurs. 
(7) Mahila Udyam Nidhi. 
(8) Quality control equipments. 
(9) Semfex scheme. 
(10) Equipment Refinance scheme. 
(11) Modernisation scheme. 
(12) Single window scheme. 
(13) Financial assistance for marketing activities. 
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(14) Financial assistance for Tourism related faci-
lities. 
(15) Financial assistance for road development. 
(16) National Equity fund scheme. 
The corporation provides loans and advances under 
the above schemes depending on differents time periods 
amount and rates of interest. 
The corporation did not do well in terms of disbu-
rsement of loans in 1990-91 because it had -20.36 percent 
negative growth rate compared to previous year 1989-90, The 
amount sanctioned and disbursed frcsn 1987-88 to 199 0-91 was 
not impressive because the growth rate was negative and 
declined during that period. The growth rate of sanctioned 
amount and disbursement in various industries was positive 
(except chemical and road transport) in 1990-91 compared to 
previous year 1981-82. The growth rate of chemical and 
road transport heads was negative in this year 199 0-91. 
There are three categories of districts i.e. A/B and C in-
cluded in the backward districts category. Cnring 1990-91 
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growth rate of sanctioned and disbursement loan to back-
ward districts was —4.83 percent and —33#00 percent respe-
ctively. In 1980-81 loans sanctioned to small scale sector 
were Ss, 3777.97 lakhs and that rose to Rs. 14299.39 lakhs in 
1990-91. The highest sanction to small scale sector was 
67.14 percent in 1985-86 and minimum .69 percent in 1990-91. 
The working of Uttar Pradesh Financial Corporation may not 
be considered satisfactory on the criterion of loan sanc-
tion to small sector from 1987-88 to 1990-91 because the 
growth rate was negative during that period. The recovery 
of dues was Rs. 1037.90 lakhs in 1980-81 and it rose to 
Rs. 12042.92 lakhs in 1990-91. The position in respect of 
recovery of dues was not satisfactory in Uttar Pradesh Fin-
ancial Corporation because it was increasing at a declined 
trend from 1988-89 to 1990-91. 
The gross income and profits of corporation before 
tax were Rs. 765.98 lakhs and ?^. 189.14 lakhs in 1980-81 and 
rose to Rs. 8513.00 and Rs. 191 lakhs in the year 1991-92. 
The gross income has been increasing steadily frcxn 1982-83 
to 1991-92. In 1989-90 the net profit before tax of the 
corporation i.e. was highest Rs. 308.04 lakhs. During 1985-86 
to 1990-91 the gross income was increasing while in profit 
87 
before tax was declining. It meant that the expenditure 
was increasing more rapidly compared to gross income. 
There were irregular trends in the,income and .expen-
diture patterns of Uttar Pradesh Financial Corporation from 
1980-81 to 1991-92. These irregular trends show lack of per-
formance in inccxne and expenditure heads of the corporation. 
Percentage of net profit to paid capital were 6.26 percent# 
.04 percent, .01 percent and .02 percent respectively in 
1988-89, 1989-90, 1990-91 and 1991-92. The Financial posi-
tion of Uttar Pradesh Financial Corporation was not satis-
factory from 1987-88 to 1991-92 in terms of percentage of 
net profit to paid up capital because that percentage was 
declining was nominal i.e. 10 percent to .01 percent during 
1987-88 to 1990-91. 
The factors causing low profitability in the Uttar 
Pradesh Financial Corporation include poor management of 
cash, poor planning operational inefficiency. Poor produc-
tivity of labour in corporation is due to the absence of 
proper manpower planning and aggressive attitudes of labour 
union. Seme branches of corporation do not have sufficient 
staff while others are over staffed. Corporation is also 
facing the problem of industrial sickness. Industrial sick-
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ness leads to production losses. The factors responsible 
for poor performance of Uttar Pradesh Financial Corpora-
tion are: (1) loss of interest on the money financed 
(2) granting various concession to sick units (3) provisi-
on of bad and doubtful debts and write off (4) Higher cost 
of supervision of credit (5) likelihood of other industri-
es becoming sick for want of finance (6) the Government 
also expects the corporation to take care of a sick units 
causing an adverse impact on their profitability. The cor-
poration is facing problem of low disbursement and low reco-
very of dues to recent years due to communal disturbances 
in the state* the disbursement and recovery of dues position 
were not satisfactory in the year 1991-92. 
The corporation is also facing the problem of burea-
ucratic delays in decision making. The problem of differen-
tial rate of interest policy of the Government to various 
sectors also exists. There is a lack of specialised sraff 
trained in industrial development particularly the develop-
ment of backward districts or areas in the Uttar Pradesh, 
There is also a lack of separate cell to look the ma-rer of 
small scale and beneficiaries. The technical consultancy 
committee in the corporation does not exist while the other 
states corporation have this committee. The corporation is 
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f a c i n g t h e problem of p o l i f i c a l i s a t i o a of l o a n procedure 
and r i g i d p o l i c i e s and i n t e r f e r e n c e of t h e Government i n 
i t s d e c i s i o n making p r o c e s s . The c o r p o r a t i o n a l s o f aces t h e 
problem of l a c k of c o o p e r a t i o n and c o o r d i n a t i o n with the 
o t h e r f i n a n c i a l a g e n c i e s l i k e I . D . B . I , and o t h e r s t a t e s 
f i n a n c i a l c o r p o r a t i o n e t c , 
SUGGESTIONS 
On t h e b a s i s of t he p r e s e n t s t u d y f o l l o w i n g sugge-
s t i o n s a r e made; 
1, The Uttar Pradesh Financial Corporation before san-
ctioning of loan should ensure about the future prospects 
of the products and services . The product market grid i s of 
considerable significance for cap i t a l s t ruc ture planning. 
If the s i tua t ion i s congenial for s tab le sales and growth, 
i t should go for advance planning. For higher debt financing 
of the projects corporation should se t up a strong market 
information system (M.I.S.) Cell which should keep on con-
ducting market surveys to study the marketing feas ib i l i ty 
of products. 
2. Corporation's p r o f i t a b i l i t y i s very low* so corpora-
tion should make proper management of cash. Proper planning 
so 
and increased operational efficiency through the use of 
modern management techniques like these of M.B.O*/ P.E.R.T., 
C.P.M. in decisions making will go a long way. 
3« Productivity of corporation can be increased thro-
ugh the social acceptance of its employees and labour. Wor-
kers participation in management should also be properly 
implemented in the organisation. Workers participation in 
management, social acceptance of employees and job security 
will reduce the aggressive attitude of labour unions in the 
organisation. 
4. The major problem of corporation is industrial sick-
ness. The impacttof industrial sickness on corporation could 
be very serious and harmful to its performance. Corporation 
should formulate a separate policy for sick units and also 
establish a social audit unit in the organisation for 'feed 
back* and improvements in the working position of corpora-
tion. 
5. Corporation regional offices have shortage of perso-
nnel in various branches. Some branches have shortage of 
employees while others have overstaffing problem. Corpora-
tion should go for proper manpower planning and personnel 
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audit, personnel research etc, for achievii^ balanced grow-
th in regional branches. 
6. To tackle the problem of low disbursement and low 
recovery of dues, corporation should give the proper publi-
city of small scale and cottage industries policies. So the 
public or investores can judge its merits and usefulness of 
investments. Recovery problem can be solved through proper 
communication among the creditors. 
7. The corporation is also facing the problem of burea-
ucratic delays in decision making. So the bureaucratic invo-
lvement in its working should be avoided. Corporation should 
use the more centralisation in the organisation. Single win-
dow scheme should be strengthened for providing timely loans 
and advance to the people. 
8. Corporation should modify its policies and proce-
dures in the context of changing economic environment and 
start acting as development banks. This is possible only if 
corporation undertakes development banking functions of un-
dertaking. 
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It should then be possible for corporation to go 
a long way in acting as development bank and increasing 
the rate of economic growth of the country in general and 
of the state in which it operates in particular. 
9. The capitalist growth in the state should be che-
cked. Rich become rich and poor become poor in this system. 
The corporation should implement the policies of socialis-
tic pattern of society for equal distribution of wealth and 
incomes. 
10. Corporation should have specialised staff who are 
trained in industrial development particularly in develop-
ment of backward districts and hills areas. This staff sh-
ould provide proper guidelines to the entrepreneurs and 
corporation itself. 
11. Corporation should form a proper technical consul-
tancy Committee in the organisation. This committee can play 
an advisory role among the entrepreneurs and consumers. 
12. The Government should determine long term interest 
rates policy because it is essential for the organisation 
to determine the criteria for different industries etc. 
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13; The Uttar Pradesh Financial Corporation should .corporate 
and coordinate with the other related financial agencies 
and corporation of other states. This policy can minimise 
the wastage of time and avoid the duplication of work for 
the achieving long term objectives. 
14. Uttar Pradesh Financial Corporation and banks should 
take steps in promoting and financing village and small 
scale industries by closely associating themselves with 
functioning of Districts Industries centres in the. states. 
It may be concluded that the Uttar Pradesh Financial 
Corporation is playing an important role in the economy of 
the state. At present (199 0-91) its financial performance 
is not good in terms of the criterion of loan sanctions, 
disbursement/ dues recovery, profit before tax, assistance 
to backward districts, assistance to industry-wise distribu-
tion and percentages of net profit from gross inccxne and 
paid up capitals etc. Due to low rate of growth the corpora-
tion is facing many problems like low profitability, low 
productivity, shortages of funds, bureaucratic delays, diff-
erential rates of interests, industrial sickness of indus-
tries, lack of specialised and trained staffs in various wor-
king fields and lack of cooperation and coordination to oth-
er financial institutions and agencies etc. 
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